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- Thank you very much Percy. 1It's a pleasure being here again.

I'm not quite of Milton Friedman's generation. That's a petty
point. I'm a little bit younger than he is. Insert that into the
record,

I think a lot of people seem to be afflicted with an excess of
"Friedman'" worship, so I'm not going to stress the good points that
Friedman has made in the past few years. I think most people are
familiar with them. I might even be so unkind as to paraphrase
!r_iﬂhm'l mentor, Henry u—f:.- -St-uz wrote &n article about Al-
i"-"‘& Hansen one time, Hansen being a top left-wing Heynesian in the
m:jnn; now more or less retired. He began an article saying,

"I come to bury Hansem, not to praise him." I could say the same
thing about Friedman tonight.

In the first place, one of the problems with the press in general
is that the press has a very short memory. Somebody comes up with an
idea and if nobody has said it for the last three years, it is im-
mediately hailed as a great new idea, a great new discovery. And the
Samething has happened to Friedman. Almost everything he says is a
complete reincarnation of what, for example, Irving Fisher said 40
Years ago, 30 years ago. But since the collective memory of the press,
®ven of the economic profession, is very short, nobody points this out.
S0 Friedman's discovery of all sorts of so-called "laws" are simply
Tediscoveries or restatements of what Fisher said in a clearer fashion

40 Years before.
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i For example, there is a famous law that PFriedman was supposed to
g5 WOTIIM % y have discovered a year or two ago -- that the ingerest rate rises during
an inflation, especially during the later stages of inflation because
2l as prices are going up, they have a discount, a positive price discount,
ol © k; J ‘ / e @ premium rather, a positive price premium on interest rate to acecount
L 1 3 b ‘ —J ; for the prices rising. So that if the creditor is demanding a 6% re-
a1 . ! ok ik ¢ 5 g turn, for example, and prices are going up at 6% a year sbviously you
‘ s s R i o Anda ¥agouet 3 g have to ask a lot more than 6% to overcome the inflation. So Friedman
pan) g Lt is supposed to have made this great new discovery and the economics
Ji113e od o3 » 1 ot 7 b T profession now is sort of in a tizzy about that. Of course, Fisher
o it gniog tom W I ¢ ¢ gaber? said exactly the same thing about 40 or 50 years ago, and Mises has
as Ingaloq BOC3 J 2 e e o o o) e said the same thing in his work, and so forth. But, as I say, the col-
TR ﬁ.”h;;-,-;-im: g s HOUED sggtm T 003 "\l.‘ L b lective memory of the press and the economics profession is very, very
peadqaen 05 o _“':3\(302!3_: \3\«-"’ a1 ~ ,=;; short. As I will point out later on, this is aleo true of Friedmen's
{5 swods oFoLIR ' ﬁ s B S R i general theory about money and the business cycle. It's essentially
45 gl ‘onyesntel ST O » " . : Fisher, rodiscovered and with a lot of statistics added on to it.
 gukyng 8124 l_ e aad o (20N BT : 1‘ By I'm going to talk tonight essentially about the political rather
. o 2 15ig2 00 i than the methodological critique of Priedman. I eould say a lot about
ok S A N ok the methodology, but in this sort of gathering I think that we can
iy b eI T 2 amas 3304 S ben Bob stress the political economy aspect.
£ , GO f'““‘);. e 46t 35 hear BEE i m:“ - il I just want to say in passing that Friedman is probably the out-
al 83 3% 8 L i e . o - standing proponent in methodology of an extreme variant of logical
PSR i i gt AT i - positiviem.  In other words, he is the major opponent of Professor
T ‘ : fi& paunxs yai ! ; 15 R Can gaee Mises' methodology, so to speak. Friedman is so extreme that he says
i : i (i3] o w8 (974 yud ; -08% BTT ’ that a theoretical assumption not only does not have to be proven, it
1 #F2 et J il e T €a&n even be false, and still be a correct theory. It doesn't matter if
- ‘ . Al i A ! the assumptions are false, he says, as long as the predictions are
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to everything that praxeology holds dear. But as I say, I don't want
to talk about methodology tonight.
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I there is the whole field of monopoly and competition. Now it's true
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Simonds position. The original Henry ihnﬁc position was written in
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happily. Friedmen today doesn't take this position. He recognizes
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still remains
man positiom. .:: though it's played down mow in practice in the
time in the u;...: .:imtm‘ to plague us in the future W"M-
such and such a cu:;:::m Nede:the‘cey from the Chicago Seh-e::.
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man's most d“‘:m““:.;:t way. ‘Just-as Professor Stigler, Fried-
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was wonopolistic. I don't’ up into its constituent parts because it
S0ap suyorioeidbaneisbie: know if he still says that == he's come a
st41] ‘rematns.  But t: fo""' -« but the theoretical structure
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we should beat our breasts and tear our hair and be taxed by somebody

in order to somehow pay for this, in order to suffer for the benefits

that we are enjoying. It's a very peculiar kind of theory. So what
I'm really saying is that free riding, which Friedman is trying to at-

tack here in the neighborhood effects, is really an essential part of

civilization altogether. If we want to abandon free riding we really

have to abandon the fruits of civilization.

Now when I have talked with Chicago-ites and Friedmanites about
the miniskirt analogy, by the way, they admit that this is correct but
they say they wouldn't push the theory that m, Why not? We talk
about the role of logic in political policy and, of course, those of
us in favor of logic, I think, have a point there.

" There is another part of the theory, a sort of the other side of
the coin of the free rider, is that if you can do something which will
benefit other people and you're mot doing it, they should be able to
force you to do it., If you're not conserving copper, or something of
that sort, this configuration will help people and they should be
forced to do it, | ‘

© My favorite amalogy here is the case of the three guys who were
playing in a string quartet. mﬂm.:mmmméq the
¢ello but was sort of recaleitrant and didn't want to do it. And the
theory then should say that they should be able to force him to play

the cello because it would benefit all three of them. And, this again
is a part of the neighborhood effect. I'm mot saying Friedman says this.

What I'm saying is that he ghould be saying this if he were a consistent
neighborhood effect theorist,
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THE ECONOMICS OF MILTON FRIEDMAN - Roth

S0 much for meighborhood effects. What I'm saying is this .is
Priedman’s major argument for government intervention in almost any
area that he thinks the argument applies, such as education.

L T e

Okay, now to get to a point which I think is probably -- and this
is of course a value judgment -~ the single most disastrous ecomomic
d4dea ever invented. This is the idea of the negative income tax or

the guaranteed annual income. Of course, here again is an interesting
situation. Friedman coined the idea of the negative income tax, in
other words a guaranteed minimum income mu;::-ym.- This became
the inspiration for more radical schemes such as Robert Theobald and
the Ad Hoc Committee of the Triple Revolution and also, of course, for
- The problem of the negative income tax is that it provides an
ﬁ.ﬂt!lm.:;jm- ~= in other words, as a rightful cliam, as an
automatic claim, upon production. It no longer becomes the sort of
thing we have to go to the welfare department, sort of hat in hand and
£ill out a form and say you -ﬁhuy m“-tti;::“ they don't think you
do you have to argue about, which is sort of a degrading thing. Now
it becomes automatic. You fill out your income tax form -=- you say
you have gotten less than the prescribed floor and you get the money
in a couple of weeks.

“° Now what I'm saying here is that the present welfare system =-
@s crumby as it is, as bad as it 1s, as inept, as inefficient and as

bureaucratic as it is, is precisely saved from disaster by its very

‘dneptness, its very bureaucracy and its very inefficienty, because it

Ry
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THE ECONOMICS
B8 OF NILION FRENDAN - Rethberd
,-.9

divine act. In othe

Being on welfare is : :::l:. it doesn't come from outside the system.

centives and dis imcnu“: y :sim and it responds to different in-
ing wage rate as compared ;e th T ooy Pﬂu.u-

'mz'“’Pli function of ER01velfage-Feton Ahaceeifevecramment Tate.

i th’-.“hw; u _ .soh,;;on welfare is also inversely propor-
et .:r;“;;nrunimni'. -shall we put it that way? In
gy m mc cultural aversion, the cultural resistance
- mx ' 8 the people will tend to be on it., Thi

" o kample, for the reasons why there are much le . This
naﬁr -““ welfare than urban poor, even though rural ”.:'“’“

s if not even - T are
i ...u.pt:n 80. .In the rural area there is a«:tinl‘:u:t
gemerally Wld.;.nu-l\ h:t::.wwhd Sy daing onwabingeco Bhate
l!!i!(;tor.;:,-;n et;;?- terly so, especially by the people who are
ing taxes for it, | SO Mords ;the loeel folk vhe sre.verking.and:pay-
i ﬂ:u!‘“! of this stigna, far fewer ML;'_” o:

R s tm-m - stigma tends to be lost. You don't know your
i w;u._nl disincentive 1s removed.
I N
Albanians in New Y w 1f any of you have seen it -- on the
Church in the ,,,,: k‘:‘: Alhanians had:sheifirer Athasian w:;em
S "'."ntlr-‘ag..;. was a whole discussion of the Albanian com-
. mn ns in New York are invariably very poor
R e .,,,.; m ers. Yet none of them are "-hwn.@ m
do mot beg and to 4»‘::‘““ American leader put it --; “m»u-
Street." Period! So < Saking welfexe 4o dike hegsing on.the . |
- S0 since to the Albanians being on welfare ia- Sk

begging o
n the street
s they just are not on welfare
s even though their
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OF MILTON FRIEDMAN - Rothbard
- 10

& e i
.ceue level is much lower than that of the average popu
same Chinese Americans who ne
| t: s o are generally poor but almost
“ But I'11 get back t stion
o the welfare tio
v question a little bic la
L ” - ter. At
: negative income tax, by making the bill automat
Ritacly ape The £ Toudgures to -
i = es to enormous increase, an aceretion of
peop g vln;! . Production. Here I'd recommend Henry Hazlite'
“of the negative incom . yurl..
‘:a: o negative income tax in THE FREEMAN about four
July 1966. iret pla | h".'
e In the firet place, what's obviously going
‘negative income is put N
-y tax is put in, fs that the floor, which ad-:
‘at essentially $1,50 ' oo
gets since y $1,500 a year -- {t's §3,000 with SO% off
g oa ':m.lp ikl 5 b St T | .b!
m“ - i a year == will obviously start increasing ’
| o ng to beat
E Wn” _u:”_ , rate because the first thing people will
s 93, 1s officially considered by the goverrment 4
‘%J: o | ; as the
ﬂlﬁu “level for a family of four and you can't subsidize peop
mteed income below the pon N
Mj“hﬂ-: g m the poverty level. So, therefore, we
“U‘ m. immediately to $3,000 from $1,500." That'll
. oyl . T : N : | 0
| W. : Secondly, of course, there will have to be cost
.mqmm mrﬂm‘h'.“n:‘ because there will be inflation every year
o floor. And thirdly, of course, the welfar
. " A ’ \ ‘ .
m. S »000 & year income. So the hopped-up pressure to keep
faising the floor almos ' | o |
-y lmost indefinitely is already under way, even
» ‘before
my b: 80 it's pretty obvious thn floor, start
| looking $1,500, i{s going to lky!nthtt pycren
hl mf . i very quickly.
*t- 's a fairly obvi point, but there's another point
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..+ The other point is, who will continue working? Now, which persoen .
who gets below the floor will keep working? I would maiatain very few
people. Ia other words, if the floor is $3,000 a year, there'll be very,
very few people who will keep working at $2,500 a year if they can just
pimply quit, work zero hours & week, sit on the porch and get $3,000
Mém government instead of getting $500 from the government. If

you see the current estimates of the costs of a guaranteed annual in-
coma, the costs all look fairly reasenable -- $5 billion a year, $10
billion, $15 billion. It doesn't look catastrophic. However, these
eosts are all based on the assumption that everybody will continue
Working in the same way they're working now, The disincentive effect,

At scems to me, will be catastrophic from this sort of thing and this

© A8 not taken iato account.

4o 1. 3£ the floor 1s $3,000, I contend everybody below. $3,000 will
quit pretty quickly. If they don't quit, they are pretty screwy.
They'll quiz! A persoa getting $3,000 will quit. How about people
”mm $3,0007 "‘_‘10..}1!&;':, gofag to quit too. g
you're getting say $3,500 a year, it means yuu're working 40 hours a
Week in order to get $500 a year, That's mot very much. So I think
people will quit work en masss, up to at least say §4,000 - maybe
#3,000 a year, something ke that. A#d as they quit, this will mean
rmous usber of people flooding onto the dole.. Somebody. has got
£0 pay for this and, of course, the persom who pays for it s the tax-

Payer,  This means taxes have to be fncreased very sharply on the guys
¥ho are still working -- the guys getting above $5,000 a year. And as
the taxes are increased on them, their after-tax-income goes down maybe
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to $4,000, $3,000. So they start quitting. As they start quitting this

floods the rolls some more and heaps wfc taxes on those who continue
to work -- maybe those above $6,000 and then they start quitting. So
qaov od ] s atuii AN | PR vhat 'n saying is that I envision, with the guaranteed annual income,
| a viscious spiral upward or downward or whatever and we wind up with
mrybody on the dole == nﬁbodywarking Even the Keynesians can't
really cope with that kind of aseistance. I just foresce a total dis-
aster if this thing comes into effect.

" Also, “just as another extra sort of t1dbit on this. The Piedman
81675 fa adlieion to the present -'poi'nt“thkt the Friedman dole is auto-
EEP———— matic - increases the subsidies per kid, per welfare kid. Ia other
m— vords, a family of eight people, Wix Kids, sdven kids, o whatever,
B

gets a lot iwre"rrapwtihill& than a person with two Kids. If you're

y sViIdnoedE takh o5l

rds boe galdd

. o1 100fd od3 A1 paying people per kid it means it subsidizes the kid population. In

e ay L widslup (I39%4 3lup other “rlll, :llm seially it subs 1d:l.mtk: kid popula pulation m 3 the
£0 !

A poor, the very people who should have less kids, not more. MNow I don't
— %lﬁb present hyseria about the population bomb, the population ex-
ploston -- we should all éammit sulcide in order to top air pollution
dnd all that sort of thing -- I don't go nloni"ﬂéh thee. Bét surely,

we shouldn't be deliberately subsidizing more kids among poor people.
&%‘«1‘. fils

4 "
15

tive income tax would do this, as an automatic right, don't forget!

‘& very peculiar kind of system. But here again, Friedman's
- tabh ads «’I-'?zﬂ.‘ é:f-"’"l‘t:"“'t.i alqneq - 2 we luav | , 1 " g . LA
4 ¢bodemoR .eleb g"\o&u words, you couldn't talk with persons and say maybe you should
y 41 =0l oYSY odv w08TY B4

s = Jp—
ged 863 82 port -

et ad o3
o RB0 TN )
o » gy DOHEERI S
w4 oo ¢iguest [

Wv‘i"'.‘:-"- less kids, or something like that. This would be considered --
ﬁ“u‘"'m;u be in mﬁ: = an intrusion of thelr privacy.

1 t‘\ LR ok " L vl
‘. So Mofm what I'm saying is that it's not true that the Friedman
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plaa, as
rent axu:.n!-::;“::‘: SR YA NS REEEAE. 2B 00 R "0, Bhe S0
much worse than the mm deal, What I'm saylag is it would be mb"
“efficient,” an "“"@ngi t system, precisely becsuse it would be
Gaabie. (o o natic, guaranteed sort of thing, And @u'_@‘-"
for making mem fe seems 1o me, of Peicduen's gencrel N
it mh worse. 5::::1: system more efficient and by do!.t# 8o uklﬂl
HE— Just one example of this, "
;M 8 n;m:l:’ Ribinhilisdandiig m@u
abolish the e:;;ra ’j::;:::;go RAPLACR. 01D, SHETORE ORIORE. SY*5 NN 50
e m h Fk of welfare programs and substitute the |
it is already happening 5 ;ir:cn“. VEAS, P BRERS 0 HOvReRs, 00 u‘aeej
anwal income will be ﬂ?lldad : Hixon progxem, is, phat, the, gyapanteed
won't replace amything, W"’:“m current welfare stuff. It
- rogmmphipinpn b Bebgtus. A that’s, orie
p— tap of that we're going to get the guaranteed Wl
. VWhea cthe .
mm“:;tﬁ:m ttutmu, *‘“%mkm
$he 1930"s wae "Look, h poiats ia the Social Security proposal in
| Fe: hege, p Nomiu vk ad auiaaie 3

aastorne '*::,W%sﬂi;m celtof progeans - diferens siates m:n
- iapenly v,,,, :: E; :::v:;h peculiar and burecaucratic. Why ying
Aavel and wake mh mm -f ll_f-ﬁnm:y,sr;_m_,g the federal

e e abaliah 14 mtx;:: MANE a0 DL e 0
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THE ECONOMICS OF MILTON FRIEDMAN - Rothbard '

Of course, what happened ia practice was that not only the Soctal Secur-
ity cost continued to rise astronomically but old age 'relief itself is
auch higher now than what {t was in the 1930's. 1In other words, nobody
abolished state old age relief. They simply added the Social Security
on top of the old programs. This is obviously what's going to happen
to the negative income tax.
@15¢ Also, of course, I think it's pretty clear that the soecalled re-
quirement of the Nizon program -- this has nething to do with Priedman
at this point but simply Priedman in action 1s what the Nixon program
Senlifetn aisihe consurvitive “requirement,” {s that all able-bodied
véclplents of the thing have to go to work and to get a job. This is
obviously a phoney. Nobody is goiag to enforce 1t. It will be Just
4s unenforceable as the current requirement. Nowadays, ia order to
get unemployment insurance, relief, unemployment bemcfits, ‘you're
supposed to have to work at whatever the employment service sends you
€6, ‘0Of course, it's obviously a phomey. I don't know of any case of
anybody who's really been forced to work on this basis. The requirement,
Of course, is that you have to work at a guitable job -= or a job you
gonsider suitable, of course. If you don't consider any Job suitable,
Well that's that! ‘It's fairly simply. The whole thing is obviously
Ju8t a soperhe-conservative-worksrequirement to sugaréoat the guaranteed
S0t another potat-alse about:the handicapped people on velfave -s some
~ Ohleago people have done some good werk on this, T must say -= ds the
BMarthae an sutoustic weloare dole redaces: thé marginal’ theentive: for

‘person to invest in his own vocational rehabilitation
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of @ o 4l BB - ; ,oaTwos 30 because it means that the net ecomomic return he gets from being re-
568 Is s e habilitated is much less. It might even disappear altogether if you
| ' P - ; odgtd 5t put him on an guaranteed income. As @ result of that -- and Estelle
rbe | " - i 4esn bodell James has done some pretty good work on the quantitative importance of
I ( st (om0 v - this policy -- the welfere program end the negative income tax program
Yy o ‘ ) oviIngst tends to keep people handicapped. In other words, it tends to subsi-
Sl ia3-08 o4 [ ¢33 antis X (swswos 30 (o8l dize them to contimue to be handicapped; instead of being rehabilitated.
i P'. . . ¢ op gy’ s gy w2 : As a matter of fact, in general, the whole problem of welfate dependency
.-;' corq moxiW od3 iadv 81 sot3ab nt teabsl7¥ (igF ud 3atoq B3 2 sl w‘::‘t“ by the Friedman plan because,once again, they will
. .‘ . i vaarassamo Bitd «3 1) consider thig/an automatic right fnstead of simply something which they
u )4‘ ban o e ds Yo &3a wight get or might not get.
: ey 53 .31 swstes o3 guton 8t @ st . aiioig & (lavely The proper solution it secms to me of the whole welfare question
jauf od 132 & 4 P is the libertarian solution which is waluntargarsbtor é2wachivtekbs

governmental welfare altogether. The key here is to promote the idea.
which of course almost inevitably has to accompany voluntary charity

3 boBoqQy

v et S'aeb T xonle &  a sax100 3 since voluntary charity has a lmited budget, of encouragivg self-help
3¢ t,m 1 o .elead adds mo dyow oI W - 4 yiise 8’ 0w BOTE among the recipients. In other words, the idea of help becomes then
= ‘;:' . 4o -- dot oldsalud 45 dyow o3 svad woy I8HS sadh the idea of helping people to help themselves, to get them on their

p b’ aablaien 30ach 0¥ ¥1 o (ofdsdtve Ioblagos feet so they can become productive and off the charity rolls. And this

. oo AR ar .¢lquis ¢I32ed 91 umid g3 IY m is the principle of a famous charity organisation society in

ceirn o3 ABOVING upaseisouesv v TospoD -6 do8 ) “' atury England which vas extremely effective. It was the famous
snpseug o3 — R M faire principle of the time. Again the point that I raised
i " Sl i . @bout the Albanians and Chinese is going to come in here because the

s Py e r boos bmos omob sved s1goeq geokit “ is that if people begin to adopt the values of self-help and

L vsniont laaigren ol ok ol : = 4 M they will get off the welfare rolls. Also this is a tre-

d : ; . O r,sm:-hsuum: atothis, Tanlgwingetntosscbebboteptbttciioeionifile
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punddicd -

et - X by abandoning government programs and emcouraging voluntary programs.
o i I " For example, the Mormon Church I understand is very successful. No
"3 . | ' “( - —— a Mormons go on welfare either and the Mormon Church has a very success-~
alf e . — e - ful voluntary welfare program which gives members help in order to get
qut ovi _. g N B i them on their feet. And apparently they're very suecessful in doing
B 150 s b b S — this.
PR - Okay, I just also want to say in passing about the negative income
ay ) e of oddw B [groaeg b (398 tax == the wvhole idea of it, the reason why Friedman falls for it in
omsbpsqeb sl Le i | 18 ods xd besaves essence is because it stems from the old Chicago position of being in
e e dmesand i sbamiun om fovr o comulsory epslitasienien, or quslisatien of dncomes. You
i prigomos ¢ G — G know, this umu&nshd‘mﬂiu.mu less in favor of
| | o 31 oljuios 380U odT smashing all, taxing everybody above a certain level and paying every-
aoup o8 | ’ zi :’“’muw o s molsulon @EE8: ) body below that level. Now Friedman doesn't go that far. But the
39AIBT SEEE "'r m'l .or . uedasgosls ousilew [ 51 OMIIOVOE point is there is still this hangover or remmant of that traditiom in
sob} ofi3 eIom ’; ‘ ’ ‘m" . wad <idasiveat dsoais seTs Separating the micro and the macro. In other words, the idea 1s the
j:f,.l.:‘jﬂ’ , seghud besimil s &8s (313ndo (38 m‘m“' S
- - aabl odd cebzow zedlo Al s3nekqloos 93 gaon American tradition. You've got the “micro" over here, where individual
"""" oA i‘J J 4 . sovissmeds glerd o3 »iqoeq gnigiod 10 869 prices are deterained by individual supply and demand -- that's one
ytads | - AV —— sphere. Then you have the “macro” sphere over here where total price
sifon 3138 | C I E—— Tével s determined by the money cupply. And these two things never
yisksos nol 1 - | o PRI iy : — m. You have the "macro" outthere and the "micro" out here,
“ 3 P —— that's {t! There's no integration. And so the real hidden assump-
y .1 ot o "w.{"}‘{ e _— ‘tlon here in the Friedman position is that you can tax people really as
~ | N 1 s ‘much as you want and it doesn't interfere with their incentives because
5 alod- o ; “their incentives are determined by marginal productivity and it's a_
3 . ' ' | R : - m sphere out there. 1'm going to get back to this little
fav ysluokdx a
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separation thing later when
la I get to momey.
B Okay, that's the negative
courss in o , rBae oW digh ' R
- Now we . area
- come to a crucial pa where I differ with Friedman -- the
e area of : " e
. .”" money and business cycles. Incidentally, this is Fried-
& major topic of interest, It's the area where he is worst and
is also his major topic This | w" g
- ; - of interest, 1 »-dncidentally, ha often
ory of social thought, economic thought and everything els
i " : hing else.
R particular person happens to be worst, he sort of
:!MF. ‘his whole life. This is sort of an unfortunate development
any rate, here again, Friedman is essentia lly almost completel .
reversion to Irving - -l "
rving Fisher who wrote, incidenmtally, around the 1890
to the 1920's. . )
proach, which are very closely linked, are based again on this
MM. lo~American dichotomy between the "micro" amnd the "macre
' ¢ J ae AbTA S J"
m;m there and the micro's out here. Here you have individ
‘which are determi ‘ S -
S letermined by supply and demand. You let those be
m m ‘the free market. This is a heroic concession to the free
market. You let individual prices be determined by the free market
.M poe v;:nmm.;tm.'m the macro level. At the macre hwlt?:“o
Anve price | :
E m level. The price level is determined by the money suppl
and velocity and there there's a different situation :
‘v Here you have ‘ ervention accord
‘a situation ripe for
for government int -
e the Fisher-Friedman | .un- C =
5M 4y .“mum._ ‘The idea is that you a free market
: . . - you have the government up to its neck in the

= e
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%u. cure the business cycle because the business eycle is supposed
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macro level and you think the two of them will never meet. This whole

approach, this artificial separation of the micro and the macro is of

course in exquisite contrast to Mises' great achlevement which he began

in THE THEORY OF MONEY AND CREDIT, an achievement which has still not
been incorporated into Anglo-American economics in almost any sense,
integrating into one system the monetary and the real sphere, in other
words the monetary sphere and the micro sphere.

Fisher wrote a famous article in the 1920's, recently favorably
cited by Friedman, called "The Business Cycle as the Dance of the
Dollar." It is a very interesting article and I recommend your reading
it because it will give you a clue to the whole Priedmanite position
which set the model for the whole Chicago business cycle analysis. In
Haberler's book, for example he says that the founder of the purely
monetary theory of business cycle 1s Ralph Hawtrey, an English economist.
This is true. But Irving Fisher is just as influential, probably more

80 in the United States. In this ‘theory, the business cycle then becomes

a dance, almost literally. It becomes a kind of random, uncoordinated,

uncaused kind of fluctuation of the price level. And so the key to the

whole thing, the price level, is somehow moving around. This is a de-
fect of the free market, because the free market allows the price level
to keep changing in this kind of peculiar, fancy-type manner. The cure
then for the business cycle is for the government to step in, take

Weasures to stabilize the price level, in other words iron out the fluc-

tuations of the price level, keep the price level constant and thereby,

' pure creature of these changes in the price level. And this
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THE ECONOMICS OF MILTON FRIEDMAN - Rothbard i

really remains today, despite modifications which I'11 mention a little
later, the Friedman position as well.

- Friedman is looking for some gimmick, some method of stabilizing
the price level. This ideal of stabilizing the price level, of keeping
the price level constant, is again linked to Fiher's peculiar view of
money, his view of the dollar and the franc and ‘the pound and the whole
monetary philosophy. Aecording to Fisher, the true role of money is
the measure of values -- the idea that money is supposed to be a meas-
uring stick of some sort and the price level s supposed to be the
thing being measured so therefore, according to Fisher, the price level
has to be constant in order to fulfill money's true function.

1000 % don't want to get into the idea of why you can't measure valucs
and all the rest of it. I just want to point that out. This idea is
very different from the Austrian and 19th cemtury position. Nowfhis
goal, this idea, this somehow moral {deal of a stable price level is in
total contrast to the 19th century approach and the Austrian approach
of saying, of ‘hailing, esseantially of lauding, the results of the un-
Bampered free market which almost invariably lead to a falling price
level because what usually happens in a free market is that productivity
increases, the supply of goods incresses and the price level falls. Just
ke TV sets that fell in price from $2,000 to $60 or Whatever over the
years, this usually happens /in a free market/ for all goods or most
800ds and services. So Fisher is really standing there in opposition
 E0.the system of an unhampered free market in the macro sense -- in other
;—“ the idea of permitting a falling price level. No, No, that's a

thing /Pisher implies/; it's immoral; it doesn't measure;
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Stable Money Association which was pushing
the idea of the stable price level.

looked at the price level. And the price level, was represented by
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pPrices were either ‘constant during the
2920's'or they were falling a little bit because of the increased pro-
ductivity in the economy. So, theysaid, "There's no such thing."
They were looking at the price level and it was falling.
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As a matter of fact, these people were advocating more inflation.
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The price level is sagging a little
bit and therefore we have to pump more money into the system to raise
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prices
of bank credit, theysaid, "No, there's no inflation.
- We'fe looktng at the price level and the price level's falling."
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THE ECONOMICS OF MILION FRIEDMAN - Rothbard 21

existed. He said, "No, No. That's only a ‘temporary jolt on the stock
market, Things will bounce up again any minute." And now in Friedman's
well-known book THE MONETARY HISTORY OF THE UNITED STATES which he wrote
4 few years ago with Amna Schwariz, he imposes his whole Fisherine
theory, his Pisherine views upon the American past.
¢ If you look at Friedman's position on the 1920's, he thinks Ben~
Jamin Strong 1s one of the greatest people who ever lived, a great
price stabilizer, tremendous. Things began to go wrong only after
Strong died and his policies were no Jlonger put into effect. And so
Friedman actributed the 1929 depression not to excess mmm which
brings about recession. Quite the contrary. He attributes it to dn-
Sufficient inflation. He attributes it to the Federal Reserve Sysen's
ma. @nough 4n late 1928, 1929 and not inflating emough surely
After 1929. | In other words, during the recession they should have ine
flated much more. They only inflated a litele bit and they should have
inflated a tremendous amount and this would have solved the whole probleu.
0 S0, while it is true that we monetary malinvesiment people have to
“mm Friedman has brought money into discussion at last,
after 30 yoars of 1ta being ignored by the Feynesians who talk only ia

il -expenditure, government expenditure, and so forth, after hail-

» and after saying, "Yes, it's a great thing that money {s now

- 8tyle, so to speak, back in fashiom,"” we're going to have to
fact #m that Priedman has the exmact opposite of the correct
F« It's true he talks about money a lot. But the theory
‘of the corract one because, as I say, he holds that the
of the price level is the goal of macro policy and
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‘therefore Strong was right and his Succcssors were wrong for not in-
flating enough.
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Univessity of Chicago -- took the position that the way to cure the
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depression was to "reflate" the price level back up to the 1920 level.
In other words, somehow keeping the price level comstant was no longer
good enough. You have to raise the price level back up to the 1920's,
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you read the literature of the early 1930's, Fisher and the Chicago
people -- Knight, Hardy, M and so forth -~ were considered

pretty leftist -- they were considered sort of socielistic because they
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were in favor of big government deficits, inflationary programs, public
works and so forth. And indeed they were. In short, during the early
1930's, Fisher and the Chicsgo School were pre-Keynesian Keynesians,

having the entire Keynesian position without the Keyneslan theory be-
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8nyway. It wasn't a big thing to them -- inflating the money
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n theoretical apparatus as the other people did because they
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::WJ' fiscal policy, and so forth, although they always stressed
m’ :1:“ important tham fiscal policy, but they had really both
her vords over ®he/plrite® Tl
¢ Now, of course, we know about Friedwan's famous position in
f_u--ln 4 continuing steady expansion of the momey supply by 3% ::1:;
u”:t. He changes the percentages every omce in a while. He's 1-
“:mu about what perceatage he really wants <= somewhere between
d 4% per year =-- to be expanded by the Pederal "lu_em'emn;.-- We

‘that 1is his
know , position. But wha
t many of us don't realize is that

: :‘:-ply @ continuation of the older Pisher-Chicago policy with
m"::mm; he @11.«1 ‘the older policy didn't work very
o d. | ' other worde, Priedwan now says that compensatory
| ~doean 't work too well and the compensatory fiscal pol
doesn't work too well because it suffers from these inevitable &:“’
lags. You look at the statistics md'fm-o«-.thu;’a a lﬂ;llitn in

Janvary, let's
» let's say, Firvst of all ic takes about three to four

“ ‘” “ » u

four months 1la
| ’ Then it takes about six months to decide on what t
after | ” "
‘;. M. you decide what to do, it takes about six to seven wonths
‘before the effects take m =
place in the economic system. 80 it's about a

e !h or a

q \year and a half between.

~ the time when the SO shine. puniaat s, catele donelapomd
i ‘the actual policy to-counteract the crisis really takes

. t‘.{-\.‘:” M-t Tt
1, !.l are £ | i

‘wind
up pumpiag in money to aggravate a boom and vice versa.
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eduan apparently realizes, in facing reality, tha
; dred yilsey bad verdd 3Jug Sdaklog it peflld INBITIC gmi ST0m 88 {SNUE ize t el ; g t we cannot stabile
_“ ) he economy 'in the short vun: 'You éan't .
4 ,5} 3o amnis systen. ‘WHathe wats:to ‘have a fine tuning of the
.a ' 6 to'do is to stabllize
! . ! ize the - .
| y B 4 Sihnendervecevet ong the ‘price  level in the long
w ~over the/period. - The
«1ips nk mokslacqg © sOmBl € ' npusbe ¥ ds BELUOD 1 WOY a : m 'mly-""m and
Inn ok e , ? &' meabe - . 20« goes up something like R
ike 2% to 3% per year. M‘f«
’ s if ve pump in en

increase in the i
money supply by 2% to 3% per year, we'll get in
run table price level, This glorious 4dea of a stabl i
long : e price

level will be fulfilled in the long run.’ So, therefor
JhSegh e, Friedman is

really, t it
| » €0 put it very plainly, simply an 4nflationist, although
moderate inflationist than the Keynesians, I’ | i

certaialy concede him
~ In the curreat ' -
| period, the period of the Nixon administradon
1 is ing a ' ’
playing a very pernicious role. What happened was tha

d3 bus [fow ved zow 4' peeob yolioy Isoail

finally by June
: 1969, after the N
ixon adwinistration
“had fumbled around

for quit ' money supp
| quite a while, they finally stopped vincreasing th
 . : : a o
The happy day finally arrived ~- the first time in &
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B e - 4t by 3 to 4% per year. Don't

oy | 80 on. Finally, after months of

. b:hmy“ » I'm afraid Friedman's campaign bore fruit, and
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P 4t an annual rate of about 5%. 30 4t's

ing. Because of Friedman's ‘happy role ia the situa-
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THE ECONOMICS OF MILTON FRIEDMAN - Rothbard - 25

tion we now have inflation once again.

What Friedman doesn't understand is the same thing that Fisher

didn't understand 40 years ago. It's still part of the same struggle,

What he doesn't understand is the insight that Professor Mises' s0=

‘insight that finally integrated the monetary sphere and

the real sphere and said very simply: When you expand credit, this

distorts the structure of production. In other words, it distorts

relative prices and so distorts production. It leads to overinvestment
in the higher orders of production, in the capital goods sphere and
underinvestment in consumer goods. Therefore, the Friedman people along
with the whole Anglo-American tradition thinks that inflation doesn't
cause any maladjustment of that type, that it simply raisese prices,
‘that it simply raises the price level. However, since we know, as
‘Austrians, that it distorts the price level, leads to wasteful malin-
vestment and overinvestment in ‘the capital goods aphere,

‘Hayek have shown, this means

as Mises and

that the malinvestment generated by the
~boom has to be liquidated, must be liquidated. Once the boom and its
wasteful investments have been launched, the recession becomes not only
Mtﬁh but it performs a very healthy role, performing the funection

- of cleansing the cconomy of this wasteful malinvestment, getting us

- Back to free market production. 8o, therefore, according to Austrian

: Ys Fecession 1s @ healthy consequence of the evil melinvestment,

O speak, generated by the inflationmary boom. What the government

ey should be is not to do anything -~ in other words, first of all
P the inflation if you're inflating and if you're in a recession,
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| TOUetary establishment or the fiscal establishment, 4s that 1f 1t's &

THE ECONOMICS OF MILTON FRIEDMAN - Rothbard - 26
allow the recession to rum its course as quickly as possible because

the more quickly it runs its course, the sooner we get back to a

healthy economic situation. So this means that the Austrian prescrip-

tion is the exact opposite of both the Reynesian and the Friedman pre-
scriptions for recession -= not to inflate more, not to keep inflating

at 3% to 4% per year but stop inflating! Period! And to keep

stopping
ite:

~ The problem here again, is that Friedman just like Fisher 40 years
ago, really has no business cyele theory,
leads to a bust. JIt's

no conception of why a boom
all sort of a random fluctvation, a random dance
of the dollar and therefore no conception of the healthy function the

recessions perform. And so he simply says: "Well, if there's a re-

cession, you pump money in. If there's too much of an inflatioen, you
stop pumping money in,"
cycle.

Incidentally, I should
is the only

This is a very simplistic view of the business

also say here that Professor Mises' theory
theory so far as I know that has ever been coined whieh ex-
plains this phenomeneon which we've gotten into in the last couple of
years, which has really hit us ‘during this recession =~ the phenomenon
of prices going up, consuser goods prices going up, with recession and
unemployment at the same time. This is the famous sort of scissors

This phenomenen, of course, puts the "establishment™ economists

h‘“‘» whether it's the

M you pump money in or spend more, and {if ‘there is an inflation
'P pumping money in and take some money out. What do you do if
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both are ha same consumer goods
iappening
. ng at the time? What do you do if
‘are going up and at the same time &
and
unemployment and all the rest of 1t?

fon J‘t:ﬂ.‘.

there are .‘-“... failures

‘time during the 1 '
- ” 1958 recession, I had the oceasion to at-
tend ture of Professor Burns, who in those days was head of

.‘k

‘worry about it '

g because we're getting out of the recession very
quickly ! & couple of months 1t will all be over.*
'...-‘.Lth-ta ' u't.y

| M V . :'.tl
what happens 1f at some future time we don't get out

all 'm‘ with me

ever since. ‘He
said, "In that ansewe A1 ave e vestia” i
sign. o I'm

¢alling upon Washington

him and the rest of the Ppeople out there in

Tesign to fulfill this role. Resign post haste | | )
g =

vas a monetary deflation
tion. In every prewvar recesston, pre-

pPrices wouldn't fall as much as the other prices
Would perform the same function, the same role. Consumer
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| that during a recession resources have to hi
: ‘to consumer ‘ -
mm“mt i " @oods and reflect this higher consumpt4
on
- mammmrymwm Ind
| resources shift from capital goods to consumer goods mﬁmi:“.
capital goods prices 8o down, reflecting this |
prices go dif-

8 '."-- ) .
g, Merent: shift of demsnd and g _,
1y. ‘This, as I say, hes
, - always been

i";i'-‘i :__. x L ..
o ‘taking place. It's oaly now that it has been starkly
revealed. Now

8oon. We've
ve abandoned that stage. Now the public has
that prices will keep going up forever. Every year we
inavase, or .
something like that. Once they begin to realize
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THE ECONOMICS OF MILTON FRIEDMAY - Rothbard 29
that, the demasd for money will fall drastically and prices will begin

to really skyrocket. We are just about at that point. We are just

about 8 : is :
reaching tu-mu&u)mhcimnrym. This is some-

thing Priedman réally doesn't take iate Sccount. He doasa't take sub

‘4t"s ‘all ‘kind of a
mechanical - '

theory. You have function; you have statistics; 1t's all
correlated; and that's thag'

|

jective cxpectations very mech fnts sccount <

Ll Wsgolilag)

47 Okay. Now to get to the last big part - again on monetary poliey
~ flac ‘ : .
1 versus commodity money. Here is another criticism I have of the

) Friedman position.

One of the reasons that Fisher and the Chicago
By School in the 1930's were considered to be radicsl was because they
~ Were always against the gold

- m . standard, “w chlttum the strength
‘gold standard. Friedman, of course, frankly wants to abslish
48 a monetary commod ity and veplace it with

SesE Surrencies: ‘The dollar willibe totally fiae; aleo the feane; the

' 80 forth, and so on. All of these gurrencies are supposed to
te freely in relation to each other. Now with this change -~

“dly this would be more efficient than the present system --
“to worry about the balance of payments all

the time,
‘be a pound erisis every two years,

—— and all the rest of
4'be wore efficient 1n the sonse

¥s even though 1t would be more efficient,it would be a
v For ) L ] " :
E one thing, it would eut completely every tie to gold,

>a ’
mltylmcyu!uwm. as weak as the tie is. For
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- ors get blamed, busine
.:nht‘. A » businessmen, unions, consumers in general. W
| m;:‘“m: M‘ “:n‘sut@ conmercials -- inflatfon {s caused by
_; because we're piggy, we are all evil, we 1ike to eat every-
body is to blame, so don't be piggy! Everybody under pos been
year except the government itself. Government is a

~ ehining knight in armor manni
i th, and 8o on. Actually, of course S
: ‘who are

r!.
k.
mcd
"i-.‘“ y

u..‘ :;-M'“ the ones who are inflating. -

i v g TS cing W
m::: 'm""_“"r; Wﬁtﬂl money, another I think dmport-
~ day, at least, will come 1“;"‘7 AT U, W o Ny
 trade and so forth. An u@w SR M e ter ey B

; - tional money is really the basis of 1t.

| memes—
At mm-u world meney. The logic of
e 1f you look at a hundred countries, each
”m‘l::ym:‘:lurd currencies isn't so bad. What
o ...:ﬁm a little bit further? What hap-
ity, every ﬂétﬁ-*ﬁ.llq:“- ""“" m’ i i
o » printed its own money? I don't
e s :mim it actually prints its own
) ww 3 the city of Plainfield prints Plain-
m + They print 8 Plainfields a week, or
;‘ Each block can print its own money, each house
| : ::tu 10 Rothbards. They wouldn't be mw;m
.mm; f you have this kind of situation, this would
accuse the market of being chaos; this would
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xeally be chaos.
. ‘ :
: ’ e ou would have millions of exchange rates all over the
':.. would have to comsider what 10 Rothbards would be
of 80 p e
e lainfields, and that sort of thing, in addition )
- | | on to tryiag
b figure So what you really have in this kind of system 1s
up of . why
M: money 43 a general medium of exchange, which 1s wha
ey 8up ’ i
3 -q‘ | upposed to be, Money is supposed to be a commodity which
v Ins '
. " § | P ' tead of that you would have every little
m .:am ‘own momey.  You would have the breaking up of
| tem, a . | | I
m. | | afl.ppm price system, really a chaotic situation -
'{i m, , think there's any question about it. Wk “
-;_M‘ 2 Friedman plan is ' g e
1 logically similar although not quite as ab-

B

- surd because it'
“ t's quancitatively not as bad. Under the Pri
édman plan

* is 8till the same. You're still ‘breaking up the world
| :t:iuﬂmmmmmumtmm
e :::mwhymm which
I And you're hﬂh, up the in-
division of labor and so forth.
E m“. :ﬁh Fisher 40 or 50 years ago, doesn't uuder-
Ll Mhm They thiak -l:-u’-?lh 8imply a name.
‘ :u—:mwm,ﬂ-m.éw or whatever .
‘ “w:.:::;m;ﬁ basically a commodity. These
R | or silver. That's how all these
| come from. People didn't sig down
say, "Okay. From now on we call our money "dollars®




ok - buapddiof ~ WAMGIIAY woTIIM 50 EOIMOMO0E aHT %
. d 3 o A LAl .— ”Md
§ = - 35

o3 seve Lis codRd gL DX8 30 spolllls oynsd biwow woX _ponds od yiissd .
“ start printing them. "
Dollars w
ere units of weigh
t of 8014 or

ai dsgow od b f o ghrsdd o of 38dw 2ebiasod o3 sved bluew woY poslg
m . Similarly there were
gekyad o3 golsibbe B3 gakd3 Yo 3308 106l3 Bas .sbi::i’.mihl"; 08 o swIed 3 ﬂ.hmr francs, lle pounds .M
m ...As a matter of fact, 2] ~
s a} medays ¢ poid akds mk ovad (lisex woy sadw of 820179 sugll o3 P en now, even in this ben
H L . 2t mer 1‘htgd
BRIk, A5 £he, arasutes Fed. sap, 1f
of the Uni ‘ .
suthem Is3ea98 & 3 \-lﬂvh jo o g.;.'u,w_a-:d t‘d Sum you see W‘hlt "dollar”
the. dollar

W as. A dollar
» ik says, is defined as being one 35th
s 4p=

1adw. ok . dokdv SgnsoES 16

_ad o3 hsvogqqua gk YoM

d o3 besoquus gl yoncl
mately, of a gold ounce. In other word
In other words, that is the definition

daltdw ¢3ibowmed 5 &

4 3o bpedenl . ogriadoxe fk assy yhody1ove

slaakl Wirove ovad bIuvow VO daddl 2o .
X .I r - & .m
oldax, now, when we're far from @ true gold standa
S ~standard,

hes -W are still
_ 3 . : defined in terms of wmits of weight uf golld
il characteristic that gil_,har‘n beloved colleague, J. Shi |
1 | B oved ci ague, J. 5 eld s
Ignzrtm economist, wrote a book in which he -u-;\tdl tha
E £
m 1y like dodo bones. In other words, he tried to

30 qu & waldsed sds svad blvew wo¥ L(Suon OWO g3} gniialig "puasci

.= pokiaw3is sldosils B wiinay JEnd By oo k3q belggise & [EOH3EYa snlaq &

43 jwods ooliesup ¢np o' ouedd dntds 3'oeb I

-da ea a3dlup Je8 dpmordils +4ni kamka w(uzs:zao.i st nsly pasbelyd ol

asly aambe 158 943 woboll .bad @8 JoH \{Iwhzmlanwp 2'31 seussed bawe
M‘Rﬂ commodit

tw gnliselb @38 UOY Ty, th‘ most “lolun ‘thing he cmld thiak

snzeveg 084 yiao d3

tm owd A0 basiank 8309 |
oTh l'ﬂuy “a\l"‘s Just a

sud moill
biyow 843 QU gnideetd fit3e ox'wol

so 2 ibosmmo SO0 bad woy nodw pyab odl

firze ad 2 Iqionkaq asid

- "-ma 5
L3 1
‘

gatbas I1lkir 96 ol eFoduam e
t economic the
ory doesn’
n't decree that a certain given

.i_‘]if,{u "("azn";', "('JQV.;.I T[! basf” b . : . . | - " | |
: : =i e i

~ni od3 qu gﬂ.&ud g ' woy bad ,yhod(1eve wi (2aes bizow & heblvo®q
- 98- ﬁ. Nht is thl!: “

dasel od bos Todal %0 motsivib ipgolinaaed

1543 gummjfmll 30 ssbk alsil 35 havizis agsabo LTl Ankds 1 olegh

~yoligy 3’ apeod 086 8I59Y 0 10 U@ sodeli sdll sawt «9d saysped (SEOE X - 4 :ﬁtﬁ“ .!M'. f!*.'?'f'\_’_ﬁ%ﬂ.-‘cltd. 1 l"‘l‘ —

_sunn -» (lguks: &8 yosoat 10 dnids ok ogoR 10 gEudnr 8 afiz baadn : SPRRPRE ST YR mmm Ibout thi; wia-t i.g 1t

v _xpllob’ adx ol (OLOM o4T .0%0H) el aman. ol W“ﬂg . nan ot ¥ H‘ "0320 mm Tld th' befarg
lmmﬁ confiscated the coins under the guise of this

govaindw 0 " onsud’ Bild

jaoiead cilnsd al Youos a6 husig aboy, 3 ' gob il

saoll . g3 tbomao 8 sl y to
tow 20 83iow 938 galanaIINd . il ds Al é‘"m“‘. ‘?Oﬂ_i.ll crisis, the de~-

., Well, the K

8, maybe 38 L o apo1o0]

ut bere. lo; 3 and nothing has been doune about what we're

110 1 99 \m, ) 1 Ly, -‘_-: . 1
walPee BP0, 1500, 204, Deon made to ratyrn the gold to

oanids iis wod &'38dY qaviia e ileg 10 3dsg
fwoh yir 2 ubib afqoed .oyl oDy LM st ezoshd .hf—»jmigrxc SR

{ine oW ne WO porl  gad0)! JU88 b 0084 al (sh on0

" gyl fob" TomomR W




brrsdd )
3% 3 4+ "~ -
ac J
fi“) L] EL # q
e 84 4C
ik @ £ |
’. ‘:‘M 1 F 4 4 -
} goavile & ¢ (4
i « [z 200671 YOVI |
bauo "
| . | vodjam B 84 3710
w4 3nBi a
s 44 1l GOVE (JWOE O5%9 «
k fzitpsd 8L07 s 8 |
" '3 ¥ L sz dool uvoY
| . n i % | A <F €2 Pl
fis 20 L ‘A -
a38 beodlull snd 29
O583870  +
T bt nrite 96 H3& | l‘r‘- y
ol i £ o
i | | r
} ¢ i
3%2b 81 8Y¥8Be " o 18 ’
1 3 ’ < el 4 e
2§ 3 13 u i 3
| o KU Ak
o g d . _{ o i s B RO ‘\:_! e 841 X0
> SIS Cg
] 194130 A &
F I Y50 [B{1
- “ ’:7 '. [ fab » C
N VS 0Oc *LIBA IO
3 a4'ow oodd WOO &5V
1 1 . A Al
0 51 O |
ata B " . y & |
pysbusds Di - o
i tackioh [lkie 838 893300
> % gt DOOIiDn Adss
i D aml A i3 4.0
%3 a3 .r!.’ ‘ Lal ™ IF 2 2
. . cdataw Yo B3hm
biag 10 S0RaA% i

in g8w 31X
PO fialied0anBN0 5
1 o'wadett Jad3 2378870
rtas bavolad 8’ 384810
| | d o o~ v W &
: o b ok L ¢ 247 ~ " ,.-_I'(‘s'L:
‘.j-_u. . st bb noalons
s lmonoss bedelegnidald .
t dood B 2307V . 3alnonods
ke & dood B 8307
o dn kdw f1X AC e .
3ad3 biss sd 23 . asilf wiiniineasy ak (o
o nl e800d 0N B exld WA
. vty LROI0 4 -
€ a4 o EOT0OW A3 o+ dha b
< hao ' i — in 1
o3 balz 21t 4 pom ol HD
L v3ibo@nos 88 .‘}. a8y .
: an[oay Jeom ad3 IZ
§ el , BLBADE - . 3
rds t 5 8 BEALRS € ’ 4 d obhob 10
ek ds3 k { PR3 g X —_ — \,.'u!"{'? _@anod QG .
. } xil eBW pra——
abob <A

s 3euf (2eslody

~
|

pollibexl 38 .

J480 5 IBNT 99
novig nisduyed B IF

" " J——
soviie od bives 3
ol

31

rlisos 0000

—
| %'y d4votr oa bas SEBO

Lywwan gl osmbetdl .AITC

} pgo aeiYiEed 8L &

ta 4 behin .1
*eail O LD®D
yyoadld shponose 3663

gaobh I A8S0D

v aaven w3 lbommod
blwod 41 vagom @G I8 (I LBC

- L’ } '-- o L
I .-JJPIUI':; ed DRI

& I e arnkr el 2 I s y52 } -z § § A

v P e - ‘ B ) i » BRI MRS ..‘L.I 3¢ 15 -
§ ' PR -

AD @/ 2ad - ok 94 pu ] |

- \
. Yoy Sals 2% -
- spels 2l Jmioqg Bala as & g} wWon 978
W ~Pma rasine bd oliisoqe e W
o olisuile Isolsadard o4 .
e s B Yy +HOL B0
Yonoin Tu0 BN blog of 14 bogs £€€) suoled
= - vz G 31 O . .
858 o ] a4 MOTIL bexios €8 g
" | M. 023 = i
wn asax 1 NS IBANSS » o4 nknold
~ PRl '-u!""""i B ool ol o) J 2i-
. woynf YTROUGK
pods Bediudyeq moVS EmMSHR X

P | -
3k dex dmbog SiI8I -

' 5 blopgpoleu 239W
pyolsd 2alad Li.sm 3

.
ALK

abds io salug oa3
ab sdi eiekzo lekos
TOVO

oda auod f

fayies O

gosd esd (o0SE

al . 680 Jasdyoqul

Fol
29 L SnomgTevoR 901 LEERL
bens alos sda bsinaeXligos SHS
D 8 .

P 168 8s >
- 2 il vEe e
TR 2 1 |
s a4 ualrzud 23R8
a8 9iid unﬁ
f . taeceTq
. a3 MHYILED
elaspasgsd sl Jdlow B
QADS | AWL -e

r &
spay OF Jamoi I8
sddon bus 8€ sdyas (eusay U
at! 2o DOLAIOLN WIED .

G il ’ IT s

T ' X £ s ! "'[' 33
" OF! IS
] % | /
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us, now that the emergency is over. Of course, it's characteristic of

government to pass emergency legislation and then let it linger on for-

ever as part of the "American tradition." But where is our gold? The

banks have been saved. The depression emergency is over. Yet the gold -

continues in the hands of the government. It seems to me the liber-

tarian monetary policy, in addition to not inflating during inflations

and recessions, must be first and foremost to get the gold back to us.

Make the government disgorge the gold, which it stole from us and re-

turn it to us. It is fairly simple, as simple as that. TIn exchange

for the paper they unloaded upon us, we want the gold back. So it

gaams to me the libertarian must call, not like Friedman for cutting

ey loose totally from gold, but for the restoration of gold to us

the free market money, the people's money or whatever slo an you
P gan y

to bring to it.

% * * %

And so, in conclusion. On some of the most vital economic issues

day, Milton Friedman stands in flagrant opposition to economic

His "neighborhood effect"makes a crucial concession which

hands can and does justify almost any type of government in-

N in a market €conomy. His negative income tax proposal has

a

of efficiency, paved the way for/disastrous measure, the

annual income that bids fair to wreck our entire economic

His monetary Views, seemingly close to ours, actually provide

 for an open invitation to inflation as well as an apologia

Vernmental control of the money supply. Finally, Milton

ds athwart our path balking us when we call for restoration
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of the gold woney that was stolen from us in the depressien

In a1l of thase crucial cases; Friedman stands in

direct o_”‘~;

libertarian solutions and a libertarian policy. No, Milton !rhf

is not our 1eader’

Thank you.

L * & e

There Were several questions but the answers to only two g.‘a'é

tributed anything significaat to what Murray Rethbard had already . ol
in his talk. n

s

Q. Wouldn't you say if the iaflation were contiaued at a steady

rate =~ as a matter of fact you have thie right now -~ wouldn't we :
something vhieh is a recession wit h rising prices? And/you contimued
the Inflation now at the same rate as before, the recession wouldn't 48
go back to a boow. You would simply have a long-range continuing re=
¢ession so that, in & Bense, the addictive effect of the inflationary
policy we have had up to mow would require the govermnment to continue
£o expand the inflation at an ever greater rate in order to maintain
the boom? 'Thus, wouldn't Priedman's theory of 3% per annum fail to
accomplish the purpose of eliminating or flactening out the business
€ycle? The only way you can do this, comsidering the malinvestment
ﬁTObIam, is to inerease the rate of inflation so that eventually it
P¥8achies a point where it is 10%,: 15% 20%, 30%, 40%, 50%, and so on,
*ld where people don't even have any use for money.
! That is @ good point. I should have mentioned that. Yeu

to keep accelerating the rate of inflation in order to keep

-

1§ W

devel. It 1s like a treadmill, You keep going faster and fask
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1o order i, keop the same Pace,

GREAVES (c) : AT 41100 Folks don't recognizgiiil that the
cane nearest to thelr ¢

goal was 1n the Period of 1927-192&_

achieve whae they

to acliove, they would bles the vhole thing,
as

- Qo If "Syov verg/snart in 1079 48 we are now,

is what brought op 1929, co that 1f they

Panding fnflation on the part of the

vented the depresgion and put us ingo

instead, soncthing 1ike Cermany had in/19232

ROTHBARD: 1 16 possible,

hindered hen because of the

fact we were oy the gold standard apg gold

Vas flowing out rapidly, Aud banks were collapsing, Don't forget,

banks in those days wvere g PATt of the markeg s8ystem so that banks were

folding Pretey often, Thap vas before the days of bank deposit {n-

8urance which, iucidentally, Friedman ldw.'a. He thinks it 1{s the

greatest single lonovation in the banking 8ystem. I sliould have mene

tioned that, Ac tually,

it is 4 monstrous gsysten of banl: insurance which

8ives the banls carte blanche,

!
The government undervriteg @very deposit

U to $10,000 or $15,00C, so that nobody thinks the banks gre unsafe,

The banks are given a blank check,

In those days, the
anks veye callaps

ing prett-y quickly, Pcople would line up 1n the worp-

By at §:00 in the morning, to try go get their noney, to withderayw their

1-31128. Qd thig precipitated bank i:uns. You had to do a8 Roosevelt ‘ [

s throy out the golq Standard, impot_;e bank

By renoyg te,

tion,




